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SECRET
SECURITY INFCORMATION

CENTRAL INTELLIGENCE AGENCY
13 February 1953

SUBJECT: TERMS OF REFERENCEs SE-37: PROBABLE EFFECTS OF
VARIOUS POSSIBLE CQURSES OF ACTION WITH RESPECT
TO COMMUNIST CHINA

THE PROBLEM

1., To examine the current status and effectiveness of controls
on trade with Communist China, to examine the short and long term
effects on the capabilities of the Chinese Commnist regime ofs (a) a
complete embargo; (b) a naval blockade, alone or combined with bombard-
ment of transportation facilities in Commnist China; and (c) a Chinese
Nationalist effort at blockade and aerial bombardment.

2. To estimate Commnist reactions to these measures.

(Note to t.hé contributors: The terms of reference follow closely
the form and outline of SE=27 and are given here in full. It is
suggested that the terms of reference be checked against the text of

SE-27 and that in paragraphs or sections of SE=27 where there is no

1 SECRET
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change, the contritution merely refers to pertinent paragraphs of
SE~27. Minor changes should also be indicated. Complete terms of
reference are necessary in order to clearly define the scope of the
paper, but it is hoped that by following the precedure above research
may be restricted to the areas in which new information is available.

QUESTIONS BEARING ON THE PROBLEM

I. WIAT IS THE EXT!NT OF Pm COTR(LS ON TR.ADE VI'BI com.'mus'r

A. What has been the effect of trade controls on Commnist

China's ability to import?

1. What sea~borne imports (including estimates of
smggling) has Commnist China recelved sidce con-
trols were first applied, with special reference to
the current volume and ccmpoaition, and to trends
since the publication of SE=277 (June 1952)

SECRET
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2. What reductions in Commnist China's sea-borne imports
from non-Commnist countries have occurred since the
imposition of the present control measures, with
special reference to the period since the publication
of SE-27?

3. To what extent have Soviet Bloc shipments to Communist
China offset these reductions? Estimate the composition
and volume of Soviet Bloc trade with Communist China
with special reference to current volume and composition,
and to trends since the publication of SE=27?

B. What has been the effect on Commnist China‘'s economy of
the changes in level and pattern of imports that have occurred
since the imposition of present trade controls?

1. What industries have been affected, and to what extent?
What is the importance of these industries to the
Chinese Commnist war effort in Korea? What ia the
importance of these industries to the stability and
development of the Chinese Commnist economy?

2. What has been the effect on transportation? What
repercussions have transportation difficulties had?

-3'
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C.

D.

SECRET '

3. Have there been any significant effects in the non- -
industrial segments of the economy such as finance
and agriculture?

What has been the effect of the economic dislocations
covered in (B) above upon Commnist China's military
capabllities, especially in Korea?

What has been the effect of the economic dislocations
covered in (B) above upon the ability of the regime to
maintain political control in China?

WHAT WOULD BE THE EFFECT OF A TOTAL RGO _O!

COMMUNIST CHINA FROM ALL NON~-SOVIET BLOC COUNTRIES ON THE

CHINESE COMMUNIST I*I)O@Eic AND POLITICAL STRENGTH, AND ITS
MILITARY CAPABILITIES? (In this section the following con-

d

a1

ons will apply:

The imposition of a total embargo by the entire non-Commnist
world would presumably extend to both trade and shipping. The
implementation of such an embargo would presumably include
measures to prevent the transfer or charter of non-Comnmist

shipping to Communist China, the denial of bunkering and
servicing in non-Communist ports of ships bound for Chinese
Communist ports, and the trénsshipment of non=Communist goods
directly or irdirectly to Commmnist China from other countries

-4 -

SECRET

Approved For Release 2000/08/29 : CIA-RDP79S01011A000900010044-2




Approved For Release 2000/08/29 : CIA-RDP79S01014A000900010044-2

Ao

SECRET

in the Soviet Bloc. By definition, such an embargo would
cut fo Communist China's trade (except smuggling) with
all countries outside the Soviet Bloc. It would represent
the strongest form of economic pressure that could be
brought to bear against Communist China short of a general
East-West trade and shipping embargo.

The means by which such an embargo would be implemented 1s
beyond the scope of this paper. Whether or not such an
embargo would be politically feasible or even desirable in
the light of its economie repercussions on the non-Communist

world is also beyond the scope of this estimate,

What would be the effects of a complete economic embargo

on Commnist China‘'s trade pattern over the next year?

1. What is the probable amount and composition of trade
with non-Bloc areas that would be "lost"? (Estimate |
the amount and composition of Commnist China's trade
with the non-Communist world for the next year assuming

a contimuation of the present controls.)

2. What would be the composition and volume of Commnist
China's imports from the rest of the Soviet Bloc
(a) by sea? (b) by land? What upper limits would be
imposed by transportation shortages? What economic

-5
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strains would be placed on the Soviet Bloc if it
attempted to provide Commnist China with both its
military and minimum economic requirements? If

it attempted to provide Commnist China with suffi-
cient assistancé to support a gradixal expansion of
the Chinese‘commiat economy? Could the USSR pro-
vide assistance on this scale without serious effects
on its own planned economic development?

3. What would be the net loss in imports as a result of
a total embargo?

B, How would this Yoss of imports affect Communist China's
economy?

l. UWhat would be the effects on .the industrial segment of
Comminist. China's economy? What is the importance of
the affected industries to the war effort in Korea,
to the Chinese Commnist economy as a whole?

2. TWhat would be the effects on transportation? What
would be the repercussions of these sffects to the
rest of the economy?

3. VWhat would be the effects in other sectors of the
economy such as fiscal and agriculture?

-'6-
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L. What is the ability of the Chinese Commnist economy
to replace the "lost" commodities from domestic
sources? What wauld be the diffused effects of shortages
and of altering production patterns so that these items
would be produced domestically?

Ce What would be the effects on Chinese Commnist military
capabilities with special reference to their ability to

sustain operations in Korea?

l. Would there be any cut-back in munitions production?
In civilian type goods used by the Army?

2. Would there be any effect on the abllity to transport

troops and to provide military logistical support?

Do What would be the extent and nature of the effects of a
complete economic embargo on the regimet's ability to maintain
political control on the Chinese meinland?

E. What effect might a complete economic -smbargo have on
economic, political, and military relations between the

Chinese Commmnists and the USSR?

F. What would be the effect of a complete economic embargo
maintained over an extended period of time -« 2 to 5 years - on
Communist China's military capabilities and over-all economic

-7-
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and political strength? (Answer generally in terms of
B through E above.)

G. What factors would tend to prevent full enforcement of an
economic embarge? (In SE-27 this question is not discussed
in the tody of the paper since the assumption is made in
paragraph 25 that it would be completely effective.) To
what extent would these factors reduce the effectiveness
of an embargo?

IV. WHAT WOULD BC THE EFFECTS OF A NAVAL BLOCKADE INCLUDING PORT
ARTHUR AND DATREN ON COMMUNIST CHINA'S FCONOMIC AND POLITICAL
STRENGTH AND ITS MiLITARY CAPABILITIES?

A. Assuming that a naval blockade would cut off substantially
all of Commnist China's sea-borne tmports, to what extent
could the loss of these imports be made up by additional

overland imports from the Soviet Bloc?

l. What limitations would be placed on this trade by the

capacity of land transportation to Commnist China?

2. What limitations would be placed on this trade by the
current capacity of inland transportation within
Manchuria and elsewhere in Communist China? What is

SECRET
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the capability of Commnist China to increase such
oapacity under conditions of a blockade? What assis-
tance could the USSR provide to inorease such capacity?

3., What economic streins would be placed on the Soviet
Bloc if it attempted to provide Communist China with
both its military and minimm economic requirements?
If it attempted to provide Comminist China with
sufficient assistance to support a gradual expansion
of the Chinese Communist economy? Could the USSR
provide assistance on this scale without serious
effects on its own planned economic development?

B. What would be the effects of a naval blockade on Commnist
China's ocean-going coastal trade?

1. What is the extent, oomposition, and geographical
distribution of this coastal trade?

2. How mch of this trade wuld be cut off by a naval
blockade?

3. uhat is the ability of the inland transportation system
of Commnist China to carry this coastal trade, allowing

‘9.
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for the increased overland imports from the Soviet
Bloc projected in "A" above?

C. What would be the short-term effects of the dislocations,
shortages, and additional costs, caused by a naval block-

ade ons
1. The Chinese Communist economy;

2. The military capabilities of the regime, especially
with reference to its ability to sustain military

operations in Koreajg

3. The regime’s ability to maintain political control

over the Chinese people;

h. Commnist China's political, economic, and military

relations with the USSR?

D. If a naval blockade were maintained over an extended period

of time ~ 2 to 5 yearss

1. Could the USSR progressively increase its economic

assistance to Commnist China?

2. What would be the probable trend in the industrial

sector of the Chinese Commnist economy? In the
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monetary and fiscal situation? In transportation?
In agricultural production and distribution? On the
over-all ecomomic, political, and military strength
of the regime?

3. What would be the probable trend in economic, polite
ical, and military relations between the USSR and
Communist China?

V. WHAT WOULD BE THE EF'FECTS OF BCMBARDING TRANSPORTATION FACILITIES
WiT NAVAL B DE?

A. Have there been any changes in critical transport targets
within Communist China as listed in paragraph 50 of SE-277?

B. What would be the effect on Commnist China's ability to
sustain military operations in Korea of successful and
sustained air bombardment of such targets?

C. What would be the economic and political effects of

successful bombardment of such targets?

D. What are Communist capabilities to resist air bombardment
of such targets?
-] -
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VI. WHAT WOULD BE THE EFFECT OF A CHINESE NATIONALIST EFFORT TO
BLOCKADE THE CHINA COAST AND TO CONDUCT AIR STRIKYS ACGAINST

CATION ON COMMUNIST CHINA'S MILITARY
CAPABILITIES, AND FCONOMIC AND POLITICAL STRENGTH?
A. VWhat are the capabilities of the Chinese Nationalists to
prevent ocean shipping from entering Chinese Comminist
ports? To interfer with coastal trade?

B. What are the capabilities of the Chinese Nationalists to
conduct air strikes against lines of commnication on the
China mainland?

 VII. WHAT WOULD BE THE PROBABLE COMMUNIST RIACTION TO:

1. A complete economic embargo?
2. A naval blockade?

3. A naval blockade and an air bombardment of inland

lines of coomnication?

k. A naval blockade and air bombardment by the Chinese
Nationalists alone?

«l2 -
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